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Local shipping industry facing difficulty to survive under current situation, says association 
By SHARI DAN M. ALI 
sharidan@thestar.com.my 

KUALA LUMPUR: Given the current 
bleak outlook for the shipping indus­
try with no major upturn expected 
until next year, the industry will 
need supportive measures to see it 
through the difficult times ahead, 
said . the Malaysia Shipowners 
Association chairman Nordin Mat 
Yusoff. 

He said the current trend did not 
bode well for the industry which 
faced both cyclical as well as struc­
tural problems that could seriously 
undermine the prospects for the 
industry even with the recovery of 
the global economy. 

"We are all facing volatile situation 
with regards to the high bunker fuel 
costs, lower demand for shipping 
services, depressed freight rates as 
well as more seriously, declining asset 
values of ships," said Nordin. who is 
also the chairman of Fed~ration of 
Asean Shipowners Associations. 

He noted that the bunker fuel 
prices, for example, have risen stead­
ily from a range around US$500 per 
tonne in late 2010 to early 2011 to 
above US$700 per tonne and is now 
hovering around US$600 per tonne. 

Bunker prices were not expected 
to ease well into middle of next year 
and higher bunker prices would eat 
into any improvements in freight 
earnings, Nordin said. 

He said shipowners were also fac­
ing the impact of rising operational 
and management costs arising from 
the need to comply with a slew of 
mandatory shipping rules and regu­
lations introduced by the 
International Maritime Organisation 
as well as classification societies. 

"Even if we go pass this cyclical 
problem with the recovery of the 
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Nordin: 'There is limited chance of the 
freight rates moving up: 

global economy, there is limited 
chance of the freight rates moving 
up because of the overhang.in the 
supply of shipping capacity. 

"This can be very structurally 
damaging for the shipping industry 
because several shipping lines are 
already trying to keep their heads 
above waters and counting on the 
upturn in the freight market, which 
may be elusive, given the current 
situation," he said. 

Nordin also highlighted the fact 
that the overhang in capacity had 
adversely affected the asset values of 
ships. · 

According to industry · sources, 
while the price of a newly-built very 
large crude carrier (VLCC) in 2008 
was more than US$140mil, it fell to 
between US$l00mil and US$10Smil 
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Overhang: 'The price of a newly-built VLCC fell to between US$lOomil and US$105mil in 2010 and 2011 from more than 
US$140mil in 2008.· . 

in 2010 and 2011. Industry experts 
expected more defaults as heavy 
debt loads and tight financing 
squeeze· the weaker players. 

The dry bulk shipping sector faces 
the heaviest oversupply pressures 
over the next 12 to 18 months com­
pared with the oil tanker and con­
tainer markets, and will be last of the 
three to recover, according to 
Standard & Poor's. 

Ratings agency Moody's said the 
shipping downturn was expected to 
last well into 2013 and would chal-
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lenge the toughest of companies. 
"Surviving under the current situ­

ation is going to prove very difficult 
to many shipping lines and it is 
important that the Government 
takes some initiatives to introduce 
some supportive measures to help 
the industry. 

"Given the fact that shipping i.s the 
lifeline of our trade dependent econ­
omy, it is important to address the 
concerns of the industry to ensure 
that growth of trade is not jeopard­
ised," he said. 
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NordinhopedthattheGovernment, 
which would be tabling its 2013 
Budget in September, would take 
the initiative to address the concerns 
of the shipping industry, especially 
in the light of its critical role in the 
development of the trade of the 
country. 

He said global slowdown in the 
shipping industry had "claimed 
many victims" and would continue 
to claim more unless some support­
ive mechanisms are introduced by· 
way of fiscal or financial measures. 

Slump sinks 
Britain's oldest 
shipping firm 
LONDON: Britain's oldest shipping 
firm, Stephenson Clarke Shipping 
Ltd, has gone into liquidation after 
nearly 300 years of trading, becom-
ing a casualty of the worsening glo-
bal downturn. 

Established in 1730, Stephenson 
.. Clarke had tried to sell its ships and 

cut costs in the face of crashing rates 
for dry bulk shipping on which it ·. 
relied transporting cargoes such as 
coal;,grain and iron ore. . 

But liquidator Tait Walker was 
appointed 9n Aug 3,· the company 
and liquidator said in a statement. 

"Whilst previous economic down..: 
turns have been weathered, the CUf-

rent market is one of the worst expe-
rienced for many years witb no upturn 
forecast for at least 12 to 18 months," 
a spokesman for the company said. 

Dry bulk · shipping companies 
ordered large numbers of new ves-
sels between 2007 and 2009, when 
freight rates hit record highs. But the 
extra shipping capacity arrived just 
as . economies were turning down, 
sending rates tumbling. 

Known affectionately as Stevie 
Clarke, the company sold the last of 
its six ships in July. 

Brothers Ralph and Robert Clarke 
founded the firm during the reign of 
King George II when they bought an 
interest in a sailing vessel. - Reuters 


